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INDEPENDENT AUDITOR'S REPORT
QUALIFIED OPINION ON GENERAL PURPOSE FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Board of Commissioners
Housing Authority of the City of Hammond
Hammond, Louisiana

| have audited the accompanying general purpose financial statements of the
Housing Authority of the City of Hammond (PHA) as of and for the year ended
December 31, 2001, as listed in the table of contents. These general purpose
financial statements are the responsibility of the PHA's management. My
responsibility is to express an opinion on these general purpose financial
statements based on my audit.

| conducted my audit in accordance with generally accepted auditing standards
applicable to financial audits contained in Government Auditing Standards,
iIssued by the Comptroller General of the United States, and provisions of the
Louisiana Governmental Audit Guide. Those standards required that | plan and
perform the audit to obtain reasonable assurance about whether the general
purpose financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall general purpose financial
statement presentation. | believe that my audit provides a reasonable basis for
my opinion.

3 of 32




Housing Authority of the City of Hammond Page 2
Fiscal Year Ending December 31, 2001

The prior audit was reported on the modified accrual method of accounting. The
current year financials are reported on the full accrual method of accounting.

In my opinion, except for the effects of the change in accounting method, the
general purpose financial statements referred to above present fairly in all
material respects, the financial position of the Housing Authority of the City of
Hammond as of December 31, 2001, and the results of its operations and the
cash flows of its propriety fund types for the year ended in conformity with
generally accepted accounting principles.

in accordance with Government Auditing Standards, | have also issued a report
dated June 24, 2002 on my consideration of the PHA's internal control over
financial reporting and my tests of its compliance with certain laws, regulations,
contracts, and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of my audit.

My audit was conducted for the purpose of forming an opinion on the general
purpose financial statements of the FHA taken as a whole. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by the U.S. Office of Management and Budget
Circular A-133, Audits of States, lLocal Governments, and Non Profit
organizations, and is not a required part of the general purpose financial
statements. The accompanying Combining Financial Statements/Financial Data
Schedules are presented for purposes of additional analysis as reguired by HUD,
and are not a required part of the general purpose financial statements. Such
information has been subjected to the auditing procedures applied in the audit of
the general purpose financial statements and, in my opinion, is fairly presented in
all material respects in relation to the financial statements and any other included
supplementary information taken as a whole.

This report is intended solely for the information and use of the Board of
Commissioners of the PHA, and for filing with the Department of HUD and should
not be used for any other purpose.

TIL , Digitally signed by
William Daniel iembes.

APAL

J McCaskill, o

CRA, APAC, c=US

Date: 2002.06.28
Signalur A y 16:33:23 -D5'00
o Vaid

William Daniel McCaskill, CPA
A Professional Accounting Corporation

June 24, 2002
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Housing Authority of the City of Hammond .

Hammond, Louisiana
Combined Balance Sheet - All Funds
As of December 31, 2001

Assels

Current Assets:
Cash and Cash Equivalents
Total Accounts Receivable, Net of Allowance for Doubtiul Accounts
Investments - Unrestricted
Interprogram Due From
Prepaid Expenses and Other Assets
Inventories
Total Current Assets

Noncurrent Assetls:
Total Fixed Assets, Net of Accumulated Depreciation
Other Assets
Total Noncurrent Assets

Total Assets

Liabilities and_Equity

Current Liabilities:
Accrued Compensated Absences
Accrued Wage/Payroll Taxes Payable
Accounts Payable < 90 Days
Accounts Payable - HUD PHA Programs
Accounts Payable - Other Government
Tenant Security Deposits
Deferred Revenues

Current Peortion of LT Debt - Capital Projecis
Accrued Liabilities - Other

Interprogram Due To
Total Current Liabilities
Total Noncurrent Liabilities
Total Liabilities
Total Fund Equity

Total Liabilities and Equity

See notes to financial statements
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129,051
43,975

4,050

177,076

488,794

488,794

665,870

2,217

2,765

12,000

16,982
419,014
435,996

229,874

665,870




Housing Authority of the City of Hammond

Hammond, Louisiana
Combined Statement of Revenue, Expenses, and Change in Equity - Ali Funds

For Fiscal Year Ending December 31, 2001

Revenues:
Net Tenant Rental Revenue
HUD PHA Grants
Other Government Grants
Investment Income - Unrestricted
Other Revenue
Total Revenues

Operating Expenses:.
Administrative
Tenant Services
Utilities
Ordinary Maintenance & Operations
Protective Services
General Expenses
Total Operating Expenses Before Depreciation

Excess Revenue Over Expenses Before Depreciation
Extraordinary Mantenance

Casualty Losses - Non-Capitalized

Housing Assistance Payments

Depreciation Expense

Operating Transfers - In

Operating Transfers - Out

Net Operating Income (Loss) After Depreciation

Beginning Equity @ 12/31/00

Net Operating Income (Loss) After Depreciation
Prior Period Adjustments

Capital Outlays

Ending Equity @ 12/31/01

See notes to financial statements
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24.710
894,325
33 207
2 836

2 316

957,394

121,003

2,675
19,164

19,871

162,713

794,681

-

763,049
16,158

15,474

52,114
15,474
162,286

229,874




Housing Authority of the City of Hammond
Hammond, Louisiana
Combined Statement of Cash Flows - All Funds
For Fiscal Year Ending December 31, 2001

Cash flows from operating actlvities:
Net Operating Income (Loss)
Adjustments to reconcile net income (loss) to
net cash provided by operating activities:
{Gain) Loss on sale of equipment

{Increase) Decrease in tenants accounts receivable
(Increase) Decrease in accounts receivable HUD
(Increase) Decrease in misc accounts receivable

(Increase) Decrease in prepaid items and other assets

(Increase) Decrease in supplies inventory

(Increase) Decrease in tenant security deposits (asset)

{Increase) Decrease in item not traced
ncrease (Decrease) in accounts payable
ncrease (Decrease) in long term debt
ncrease (Decrease) in accounts payable HU

Net cash provided (used) by operating activiti

D

ncrease (Decrease) in accured compensated abences
ncrease (Decrease) in tenant security deposits (liability)
Increase {(Decrease} in other payables and deferred revenue

25

Cash flows from noncapital financing activities:

Federal grants - HUD
Federal grants - USDA

Net cash provided (used) from noncapital financing activities

Cash flows from capital and related financing activities:

Acquisition of capital assets
Proceeds from grants

Net cash provided {used) for capital and related financing activities

Cash flow from Investing activities:
investment income (interest income)

Net cash provided (used) by investing activities

Net increase (decrease) In cash and cash eqguivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (exhibit A)

See notes {o financial statements
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(898,736)

79,857
137

2,406

176
(12,650)
(98,809)
(3,632)
(185)

894,325
33,207

2,836

EXHIBIT C
Page 1 of 1

(931,436)

927,632

2-836

(1,068)
130,119

129,051




Housing Authority of the City of Hammond EXHIBIT D
Hammond, Louisiana Page 1 of 1
Statement of Revenues & Expenditures - Budget vs. Actual
Section 8 Rental Voucher Program
For Fiscal Year Ending December 31, 2001

Section 8 Voucher Program
Variance
Budget Actual Actual-Budget
Over (Under)

Revenues

Local Sources:
Total Tenant Rental Revenue $ - $ - D -
Investment Income - Unrestricted - - B
Receipts from Sale of Equipment - . .
Other Revenue - 1,756 1,756

Federal Sources: - - -
Operating Subsidy / HUD PHA Grants 851,655 894,325 42,670
Annual Contributions - - .

Total Revenues $ 8bHb1655 % 896081 % 44 426

Expenditures

Administrative $ 119,895 § 114,068 % (5,827)
Tenant Services . - .
Utilities - - -
Ordinary Maintenance & Operations - - .
Protective Services - -

General Expenses | - - -
Nonroutine Maintenance - - .
Capital Expenditures - . .
Prior Year Adjustments - -
Housing Assistance Payments 731,760 763,049 31,289

Total Expenditures $ 861655 % 877117 % 25,462

Excess Ravenues (Deficiency) Over Expenses $ - $ 18,064 § 18,964

See notes to financial statements
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Housing Authority of the City of Hammond
Notes to Financial Statements
Fiscal Year Ending December 31, 2001

Housing Authorities are chartered as a public corporation under the laws of the
State of Louisiana for the purpose of providing safe and sanitary dwelling
accommodations for the residents of Hammond, Louisiana. This creation was
contingent upon the local governing body of the city, county, or parish as
applicable. A five member Board of Commissioners governs the PHA. The
members, appointed by the Mayor of Hammond, Louisiana, serve a four year
staggered term.

Under the United States Housing Act of 1937, as amended, the US Department
of HUD has direct responsibility for administering low rent housing programs in
the United States. Accordingly, HUD has entered into an annual contributions
contract with the PHA for the purpose of assisting the PHA in financing the
acquisition, construction and leasing of housing units and to make annual

contributions (subsidies) to the PHA for the purpose of maintaining this low rent
character.

NOTE A - FINANCIAL REPORTING

(1) Financial Reporting Entity

Generally accepted accounting principles require that the financial statements
present the accounts and operations of the PHA and its component units, entities
for which the PHA is considered to be financially accountable. Blended
component units, although legally separate entities, are, in substance, part of the
PHA's operations and data from these units, if any are combined with data of the
PHA. Each discretely presented component, if any, would be reported in a
separate column in the combined financial statements to emphasize that it is
legally separate from the PHA. As of December 31, 2001, and for the fiscal then
ended, the PHA had no discretely presented component units or any component
units that are required to be blended in these financial statements.

The PHA owns and manages manages a twenty (20) unit rent subsidy USDA
(Farmers Home Administration) program for the elderly and handicapped. This is
accounted for as a separate fund on the Financial Data Schedule.

(2)  Accounting Principle
Previously, the PHA used the modified accrual governmental GAAP method of

accounting. During the fiscal year, the PHA changed to the governmental GAAP
enterprise method of accounting.

The enterprise method accounts for operations in a manner similar to a private
business. Under this method, all assets, including fixed assets, and all liabilities
are in one fund, and one financial statement.

O of 32
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Housing Authority of the City of Hammond
Notes to Financial Statements
Fiscal Year Ending December 31, 2001

The enterprise method recognizes revenues and expenses on the full accrual
basis. Revenues are recognized when earned and become measurable.
Expenses are recognized in the period incurred, if measurable. Depreciation
expense must be recognized for the enterprise method of accounting. Under the
HUD regulatory method of accounting, depreciation was not recognized.

The PHA applies all GASB pronouncements as well as the Financial Accounting
Standards Board pronouncements issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB pronouncements.

(3) Budgetary Data

The PHA is required by its HUD Annual Contributions Contract to adopt annual
budgets for the Low Rent Housing Program and the Section 8 Programs. Annual
budgets are not required for modernization and drug elimination grants as their
budgets are approved for the length of the project. Both annual and project
length budgets require grantor approval.

(4} Cash and Cash Equivalents

The entity defines cash and cash equivalents to include certificates of deposit,
money market funds, savings accounts, U.S. government securities, and demand
deposits.

(5) TenantReceivab les

Receivables for rental and service charges are reported in the General Fund, net
of allowances for doubtful accounts.

(6) Fixed Assets

Fixed assets are recorded at historical cost and depreciated over their estimated
useful lives (excluding salvage value). Donated capital assets are recorded at
their estimated fair value at the date of donation. Estimated usetul life is
management's estimate of how long the asset is expected to meet service
demands. Interest costs during construction have not been capitalized.

(7) Compensated Absences

Authority employees accrue personal leave, or compensated absences, by a
prescribed formula based on length of service.

(8) Inventory and Prepaid ltems

All inventory items are valued at cost using first-in, first-out method, and
inventory is recorded using the purchase method. At year-end, the amount of
inventory is recorded for external financial reporting. Certain payments to
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Housing Authority of the City of Hammond
Notes to Financial Statements
Fiscal Year Ending December 31, 2001

vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items. Prepaid expenses consist of prepaid insurance.

NOTE B - CASH DEPOSITS WITH FINANCIAL INSTITUTIONS

It is the entity's policy for deposits to be secured by collateral valued at market or
par, whichever is lower, less the amount of the Federal Deposit {nsurance
Corporation insurance. The entity’'s deposits are categorized to give an
indication of the level of risk assumed by the entity at December 31, 2001. The
categories are described as follows:

Category 1:Insured or collateralized with securities held by the entity or by its
agent in the entity’'s name.

Category 2:Collateralized with securities held by the pledging financial
institution’s trust department or agent in the entity’'s name.

Category 3:Uncollateralized, uninsured and unregistered, but with securities held
by the bank, its agent, pledged to the PHA, but not in the PHA’s name.

Cash Deposits, categorized by level of risk, (at cost, which approximates market)
are:

Total Bank Category Category Category
Balances 1 2 3
$133,061 $133,061 $0 1 $0

Whereas the reconciled general ledger reflects a balance of $129,051, the
actual bank balances were $133,061.

NOTE C - ACTIVITIES OF THE PHA

At December 31, 2001, the PHA had activities that include the following: section
8 rental voucher program, rural rental housing.

NOTE D - CONTINGENCIES

The entity is subject to possible examinations by federal regulators who
determine compliance with terms, conditions, laws and regulations governing
grants given to the entity in the current and prior years. These examinations may
result in required refund by the entity to federal grantors and/or program
beneficiaries.
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Housing Authority of the City of Hammond

Notes to Financial Statements
Fiscal Year Ending December 31, 2001

NOTE E - FIXED ASSETS

As noted in Note A, soft costs formerly capitalized have been written off and fixed
assets are now depreciated on the straight-line method over their estimated

useful lives as follows:

Site improvements 40 Years

Buildings 40 Years

Building improvements 15 Years

Equipment 3-7 Years

Rural Rental Current Accumulated | Net Asset
Housing Cost Depreciation | Depreciation Value

Land $35,560 $0 $0 $35,560
Buildings 610,597 15,265 167,914 442,683
Furniture & Equipment
— Dwellings 16,493 0 16,493 0
Furniture & Equipment
— Administration 2,845 | 569 1,709 1,136
LLeasehold
Improvements 12,886 ) 324 3,571 9,415
TOTAL $678,481 $16,158 $189,687 $488,794

The capitalization limit is $5,000.

All land and building are encumbered by a Housing Revenue Note and Real
Estate Mortgage in favor of the United States of America as security for
obligations guaranteed by the government and to protect other interests of the

government.

NOTE F - LONG-TERM DEBT

Long term debt as of December 31, 2001 consist of a loan payable to the U.S
Department of Agriculture (USDA) secured by a mortgage on residential property
located at Hammond, Louisiana. Monthly payments, including interest at 13.25%,

are $7,159.

This long term debt is serviced directly by the USDA. We did confirm the
principal balance as of December 31, 2001. Neither the PHA nor the USDA was
able to provide an amortization schedule. Since the USDA services the debt we
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Housing Authority of the City of Hammond
Notes {o Financial Statements
Fiscal Year Ending December 31, 2001

do not consider the lack of an amortization schedule as reason to qualify our
opinion on the financial statements.

The principal payments for the fiscal year ended December 31, 2001 were
$12,649.89. The principal payments for each of the next five (5) years are
approximately $12,000 with principal reduction after the fifth year of
approximately $371,014, for a total principal reduction of $431,014. The amount
recorded on the FDS as the current portion of this long term debt is $12,000.

NOTE G ~- RETIREMENT PLAN

The entity provides benefits for all full-time employees through a defined
contribution plan. In a defined contribution plan, benefits depend solely on
amounts contributed to the plan, plus investment earnings. Employees are
eligible to participate after a six-month exclusionary period. The employee
confributes 5% and the entity contributes 6% of the employee’s base monthly
salary. The entity’s contributions for each employee (and interest allocated to the
employee’s account) vest at 20% annually for each year of participation. An
employee is fully vested after 5 years of participation.

The entity’s total payroll for the fiscal year ending December 31, 2001 was
$95,624. The entity’'s contributions were calculated using the base salary
amount of $87,012. Contributions to the plan were $4,350 and $5,221, by the
employees and the entity, respectively.

NOTE H - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL
INSTRUMENTS

The following methods and assumptions were used to estimate the fair value of

each class of financial instruments for which it is practicable to estimate that
value:

Cash and Investments

The carrying amount approximates fair value because of the short maturity of
these instruments.

NOTE | - USE OF ESTIMATES IN PREPARATION OF FINANCIAL
STATEMENTS

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.
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Housing Authority of the City of Hammond

Notes to Financial Statements
Fiscal Year Ending December 31, 2001

NOTE J—- PRIOR PERIOD ADJUSTMENTS, EQUITY TRANSFERS AND
CORRECTION OF ERRORS

Correction of Errors
Rural Rental Housing Program Amount
Adjust cash to actual per bank reconciliation $(4,144)
Adjust fixed assets per USDA fixed asset printouts 46,239
Adjust accumulated depreciation after fixed asset adjustment 109,281
TOTAL $1561,376
Correction of Errors
B Section 8 Rental Voucher Program Amount
Adjust cash to actual per bank reconciliation $9,410
Transfer certificates to voucher program 1,502
TOTAL N $10,912
NOTE K~ RESTRICTED ASSETS
Restricted assets consist of the following: Amount
Reserve for replacements $77,820
Mortgage escrow deposits 1,140
Tenant security deposits 3,098
TOTAL $82,058 |
Reserve for
Changes in reserve for replacements are as follows: Replacement
_ __Amount
Balance, beginning of year $80,920
Interest income 1,745
Required deposits 0
Approved withdrawals (4,845)
Balance, end of year $77,820
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Housing Authority of the City of Hammond SCHEDULE |
Hammond, Louisiana Page 1 of 1
Expenditures of Federal Awards
For Fiscal Year Ending December 31, 2001

Federal Award

CFDA # Name of Federal Program Expenditure
10.415  Rural Rental Housing Loans $ 33,207
14.855  Section 8 Rental Voucher Program 886,989
Total Federal Expenditures $ 020,196

1. The Rural Rental Housing Loans program listed above indudes a
mortgage loan made to the PHA by the U.S. Department of Agriculture
(USDA) that is serviced directly by the USDA. The principal balance as of
Decerber 31, 2001 was $431,014. During the fiscal year, the USDA paid
$53,622 of interest subsidy in addition to the amount induded in the above
schedule. The above scheduled amount of $33,207 indludes $4,438 of
interest, $12,650 of principal, and $16,119 of rental assistance.

2. During the fiscal year the PHA maintained $580,000 of property insuranoce
on the above referenced fixed assets.

See notes to financiatl statements
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Housing Authority of the City of Hammond SCHEDULE 1)

Hammond, Louisiana Page 1 of 2
Combining Balance Sheet/ Financial Data Schedule - All Funds
As of December 31, 2001
Section 8 Rural
Rental Rental Total

Voucher Hnusfng
Assels

Current Assets:

Cash - Unrestricted

Cash - Resliricted

Cash - Tenanl Security Deposits
Total Cash

Accounts Receivable - PHA Projects

Accounts Receivable - HUD Other Projects
Accounts Receivable - Other Government
Accounis Receivable - Miscellaneocus

Accounts Recelvable - Tenants Dwelling Rents
Allowance for Doubtful Accounts - Dwelling Renis
Accrued interest Receivable

Total Accounts Receivable, Net of Allowance

Interprogram Due From
Invesiments - Unresiricted

Prepaid Expenses and Other Assets
Inventories
Tolal Other Assets

Total Current Assets
Noncurrent Assels:

Land

Buildings

Furniture, Equipment & Machinery - Dwellings
Furniture, Equipment & Machinery - Administration
Leasehold Improvements

Accumulated Depreciation

Consiruction In Progress

Tolal Fixed Assets, Net of Accumulated Depreciation

Olher Assets

Total Noncurrent Assets

Total Assets

See notes (o financial statements
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38,792 $ 8,201 § 46,993
. 78,960 78,960
- 3,008 3,098
38,792 § 80,259 $ 129,051
. $ . $ .
42,670 42,670
- 1,305 1,305
42,670 $ 1,305 § 43,975
- $ - $ -
. 4,050 4,050
- % 4,050 § 4,050
81,462 $ 05614 ¢ 177,076
-8 35,560 § 35,560
- 610,597 610,597
- 16,493 16,493
- 2,845 2,845
. 12,986 12,986
- (189,687) (189,687)
- § 488,794 $ 488,794
; $ . $ .
. ¢ 488,794 $ 488,794
81,462 $ 584,408 $ 665,870




e T TR TR TR T e

Housing Authority of the City of Hammond
Hammond, Louisiana

Combining Balance Sheet / Financial Data Schedule - All Funds
As of December 31, 2001

Liabilities and Equity

Current Liabilities:

Accrued Compensated Absences
Accrued Wage/Payroll Taxes Payable
Accounts Payable < 90 Days

Accounts Payable - HUD PHA Programs
Accounts Payable - Other Government
Tenant Security Deposits

Deferred Revenues

Current Portion of LT Debt - Capital Projects
Accrued Liabilities - Other

Interprogram Due To

Total Current Liabilities

Noncurrent Llabilities:

Long-term Debt, Net of Current - Capital Projects
Noncurrent Liabilities - Other
Total Noncurrent Liabilities

Total Liabilities

Equity:

Project Notes (HUD)

Long-term Debt - HUD Guaranteed
Net HUD PHA Contributions

Other Contributions

Total Contributed Capital

Undesignated Fund Balance/Retained Earnings

Total Equity

Total Liabilities and Equilty

See notes to financial statements
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SCHEDULE |l
Page 2 of 2
Section 8 Rural
Rental Rental Total
Voucher Housing
$ - $ - -
2,217 - 2,217
- 2,765 2,765
- 12,000 12,000
$ 2,217 % 14,765 16,082
$ - $ 419,014 419,014
$ - $ 419,014 419,014
$ 2217 % 433,779 435,996
$ - $ - -
3 - $ - -
$ 79,245 $ 150,629 229,874
$ 79245 % 150,629 229,874
$ 81,462 $ 584,408 665,870
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Housing Authority of the City of Hammond
Hammond, Louisiana

—_— — — — o o e e

SCHEDULE Wl
Page 1 of 2

Combining Statement of Revenue, Expenses, and Change in Equity /

Financial Data Schedule - All Funds
For Fiscal Year Ending December 31, 2001

See noles to financial stalements
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Section 8 Rural
Rental Rental Tolal
Voucher Housing
Revenues:
Net Tenant Renlal Revenue $ - $ 24710 % 24,710
Net Tenant Revenue - Gther - - -
Total Tenant Rental Revenue $ - $ 24,710 % 24,710
HUD PHA Grantis $ B94 325 $ - $ 894,325
Other Government Grants - USDA - 33,207 33,207
GainflLoss on Sale of Fixed Assels - - -
Invesiment income - Unrestricled 862 1,974 2,836
Other Revenue 894 1,422 2,316
Total Other Revenue $ 896,081 $ 36603 § 032,684
Tolal Revenve $ 895081 § 61313 § 057,394
Operaling Expenses:
Administralive Salaries $ B2937 % 12,000 % 04,937
Auditing Fees 3,400 500 3,800
Compensated Absences - - -
Employee Benefit Contributions-Administrative 10,360 918 11,278
Other Operating - Administrative 8,438 2,450 10,888
Tenant Services-5alaries - - -
Employee Benefit Contributions-Tenant Servicos - - -
Tenant Services-Other - - -
Water - 90 90
Electricity - 2,402 2,402
Gas - - -
Other Ulilities Expense - 183 183
Ordinary Maintenance & Operations-Labor - 4,800 4,800
Ordinary Maintenance & Operations-Materials - 1,684 1,684
Ordinary Maintenance & Operations-Contract - 12,680 12,680
Employee Benefit Contributions-Maintenance - - -
Protective Services - Labor - - -
Protective Services - Other Contract Costs - - -
Proteclive Services - Other - - -
Employee Benefits Contributions-Protective Services - - -
[nsurance Premiums 8,933 6,500 15,433
Other General Expenses - - -
Paymenis in Lieu of Taxes - - -
Bad Debt - Other - - -
Interest Expense - 4,438 4,438
Total Operaling Expenses Before Depreciation 3 114,068 § 48,645 § 162,713
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Housing Authority of the City of Hammond SCHEDULE i
Hammond, Louisiana Page 2 of 2
Combining Statement of Revenue, Expenses, and Change in Equity /
Financial Data Schedule - All Funds
For Fiscal Year Ending December 31, 2001

Section 8 Ruraf
Rental Rental Total

Voucher Housing
Excess Revenue Over Expenses Before Depreciation $ 782013 $ 12,668 794,681
Extraordinary Maintenance - - -
Casualty Losses - Non-Capitalized - - -
Housing Assistance Payments 763,049 - 763,049
Depreciation Expense - 16,158 16,158
Operating Transfers - In - - -
Operating Transfers - Out - - -
Net Operating Income (Loss) After Depreciation $ 18,964 $  (3,490) § 15,474
Beginhing Equity @ 12/31/00 $ 49,371 $ 2743 § 52,114
Net Operating Income {L 0ss) After Depreciation 18,964 (3,490) 15,474
Prior Period Adjustments 10,910 151,376 162,286
Capital Outlays Enterprise Fund - - -
Ending Equity @ 12/31/01 $ 79,245 $ 150629 § 229,874

See notes to financial statements
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William Daniel McCaskill, CPA

A Professional Accounting Corporation
5150 Highway 22, Suite C-15
Mandeville, L.ouisiana 70471

[era——

Telephone 985-845-7772 Member of
Fax 985-845-1313 Louisiana Society of CPA’s
E-mail danny@cpaandco.com Mississippi Society of CPA’s

American Institute of CPA’s

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENTAL AUDITING STANDARDS

Board of Commissioners
Housing Authority of the City of Hammond
Hammond, Louisiana

| have audited the financial statements of the Housing Authority of the City of
Hammond (PHA), as of and for the year ended December 31, 2001 and have
issued my report thereon dated June 24, 2002. | conducted my audit in
accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Audit Standards, issued
by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the PHA’s financial
statements are free of material misstatement, | performed tests of its compliance
with certain provisions of laws, regulations, contracts and grants, noncompliance
with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of my audit and, accordingly, | do not
express such an opinion. The results of my tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing
Standards.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the PHA's internal control over
financtal reporting in order to determine my auditing procedures for the purpose
of expressing my opinion on the financial statements and not to provide
assurance on the internal control over financial reporting. My consideration of
the internal control over financial reporting would not necessarily disclose all
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Housing Authotity of the City of Hammond Page 2
Fiscal Year Ending December 31, 2001

matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a
refatively low level the risk that misstatements in the amounts that would be
material in relation to the financial statements being audited may occur and not
be detected within a timely period by employees in the normal course of
performing their assigned functions. | noted no matters involving the internal
control over financial reporting and its operation that | consider to be material
weaknesses.

This report is intended for the information of the audit committee, management,
and for HUD. However, this report is a matter of public record and its distribution
is not limited.

Drigitally signés by

William Daniel  Senie.
APALC

W/ McCaskill, CPA, e,
Signalure AP AC g:fﬁ:h ;ﬂpﬁfﬂg-ﬂgﬁ

Valid 16:33:56 -05'00'

Willam Daniel McCaskill, CPA
A Professional Accounting Corporation

June 24, 2002
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William Daniel McCaskill, CPA

A Professional Accounting Corporation

5150 Highway 22, Suite C-15
Mandeville, Louisiana 70471

Telephone 985-845-7772 Member of
Fax 985-845-1313 Louisiana Society of CPA’s
E-mail danny@cpaandco.com Mississippi Society of CPA’s

American Institute of CPA’s

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
Housing Authority of the City of Hammond
Hammond, Louisiana

Compliance

) have audited the compliance of The Housing Authority of the City of Hammond
(PHA) with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended December
31, 2001. The PHA’s major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the
responsibility of the PHA's management. My responsibility is to express an
opinion on the PHA’s compliance based on my audit.

| conducted my audit of compliance in accordance with: generally accepted
auditing standards; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits of States, Local Governments, and Non
Profit Organizations. Those standards and OMB Circular A-133 require that |
plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An
audit includes examining, on a test basis, evidence about the PHA's compliance
with those requirements and performing such other procedures as we considered
necessary in the circumstances. | believe that my audit provides a reasonable
basis for my opinion. My audit does not provide a legal determination on the
PHA's compliance with those requirements.
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Housing Authority of the City of Hammond Page 2
Fiscal Year Ending December 31, 2001

As described in finding numbers 2001-1 through 2001-3, in the accompanying
Schedule of Findings and Questioned Costs, the PHA did not comply with
reguirements regarding allowable costs-cost principles, eligibility, and cash
management that are applicable to its section 8, and rural rental housing loans
programs. Compliance with such requirements is necessary, in my opinion, for
the PHA to comply with requirements applicable to these programs.

In my opinion except for the noncompliance described in the preceding
paragraph, the PHA complied in all material respects with the requirements
referred to above that are applicable 10 each of its major programs for the year
ended December 31, 2001.

Internal Control Over Compliance

The management of the PHA is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable o federal programs. [n planning and performing
my audit, | considered the PHA’s internal control over compliance with
requirements that could have a direct and material effect on a major federal
program in order to determine my auditing procedures for the purpose of
expressing my opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

| noted certain matters involving the internal control over compliance and is
operation that | consider to0 be reportable conditions. Reportable conditions
involve matters coming to my attention relating to significant deficiencies in the
design or operation of the internal control over compliance that, in my judgment,
could adversely affect the PHA’s ability to administer a major federal program in
accordance with applicable requirements of law, regulations, contracts, and
grants. Reportable conditions are described in the accompanying Schedule of
findings and questioned costs as finding numbers 2001-1 through 2001-3.

A material weakness is a condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level
the risk that noncompliance with applicable requirements of laws, regulations,
contracts, and grants that would be material in relation to the major federal
program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. My
consideration of the internal control over compliance would not necessarily
disclose all matter in the internal control that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions
described above, | consider finding numbers 2001-1 through 2001-3 to be
material weaknesses.
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Housing Authority of the City of Hammond Page 3
Fiscal Year Ending December 31, 2001

This report is intended for the information of the audit committee, management,

and HUD. However, this report is a matter of public record and its distribution is
not limited.

Digitally signed by

William Daniel MCGoskil CPA.

; APAC
«/ McCaskill, CPA,  ovmmer
} y Danigl McGaskill,
CPA, APAC, c=US
Signature AP AC Date: 2002 06,28
Valid 16:34:19 -05'00

William Daniel McCaskill, CPA
A Professional Accounting Corporation

June 24, 2002
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Housing Authority of the City of Hammond
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending December 31, 2001

Section 8 Rental Voucher Program

Account ) Debit Credit
Accounts Receivable — HUD ~ $7,336
HUD PHA Grants — Section 8 $7,336

to actual at December 31, 2001

To adjust accounts receivable from HUD and annual contributions earned

B Account _ Dehbit ) Credit
Cash — Other Restricted B $9,410 )
Project Reserve _ 3 $9,410
To adjust cash 1o actual at December 31, 2001
Rural Rental Housing Loans Program
Account B Debit Credit
Cash — Tenant Security Deposits $644
Tenants Security Deposits 100
Cash — Restricted (Reserve) 381
Fund Balance 4,144 |
Cash — Unrestricted (Jackson Square) $3,463
interest Income 1,806

To adjust cash and security deposits to actual at December 31, 2001

Account Debit Credit
Accounts Receivable — FMHA $1,305 |
FMHA Rental Subsidy $1,305

To record December 2001 project worksheet for interest credit and rental

assistance B
i Account Debit Credit |
Land ~$4,915
| Site Improvements 12,986

Buildings 37,427 )
 Replacements From Reserve B $9,089
~ HHA Fund Equity 46,239

To adjust land and buildings to actual

|
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Housing Authority of the City of Hammond
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending December 31, 2001

Account Debit Credit
Depreciation Expense $1,038
Accumulated Depreciation $1,038
To adjust depreciation expense to actual at December 31, 2001
Account 3 Debit Credit
Accumuiated Depreciation _ $109,281
HHA Fund Equity $109,281

To restate accumulated depreciation to actual at December 31, 2001
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Housing Authority of the City of Hammond
Schedule of Prior Audit Findings
Fiscal Year Ending December 31, 2001

There were no findings in the prior audit.
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Housing Authority of the City of Hammond

Schedule of Current Audit Findings And Questioned Costs

Fiscal Year Ending December 31, 2001

Per A-133, Section 505(d)

1. Summary Schedule of Auditors Results:

Iv.

V.

Vil.

vill,

IX.

The report includes a qualified opinion on the financial statements.

There were no reportable conditions in internal controls found that are
required to be disclosed at the financial statement level.

The audit disclosed no noncompliance that is material to the financial
statements.

Reportable conditions in internal control over major programs were
disclosed by the audit.

The compliance report issued for major programs was qualified.

The report disclosed audit findings required to be reported under Section
510a of A-133.

All major programs have oversight by HUD and are identified as follows:

CEDA# Name of Program
14.855 Secftion 8 Rental Voucher Program

The dollar threshold used to distinguish between Type A and Type B
programs was $300,000.

The auditee was not considered a low risk auditee.

. Finding relating to the financial statements required to be reported with

GAGAS are as follows: NONE
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Housing Authority of the City of Hammond

Schedule of Current Audit Findings And Questioned Costs

Fiscal Year Ending December 31, 2001

(continued)

3. Findings and questioned costs for Federal awards as defined in A-133,
Section 510a all with HUD oversight:

Finding No. 2001-1:

1.

il

Name of Program-Section 8 Rental Voucher / Rural Rental Housing Loans
dentification Number - FW2881V [/ 22-053-0720842186

CFDA Number - 14.855/10.4156

Federal Award Year - 2001

Name of Federal Agency - HUD 7/ USDA

Name of Pass Thru Entity - None

. Criteria - Personnel matters should include the following:

a. Timesheets should be maintained for all staff members.

b. The personnel and travel policies should be updated periodically.

c. All required forms should be kept in each staff members file.

d. Al full time staff members should work 40 hours per week.

Condition:

a. No staff member has been completing a timesheet.

b. The personnel and travel policies have not been updated in more than
2 years,

c. Not all required forms were placed in the personnel files.

d. The personnel policy states that the working hours are from 8am to
3pm which totals 30 hours. Some staff members work less than 40
hours per week.

Amount of Questioned Costs - None

Cause and Effect:

a. The personnel policy does not address the matter of timesheets.
Without timesheets it is impossible to document the number of hours
worked.

b. The policies are not effective.

c. Compliance with laws and regulations may not be properly
documented.

d. Some staff may be paid for hours that they are not working.

Perspective Information - This finding applies to all staff members. During

the fiscal year the PHA paid salaries in the amount of $95,624.

Recommendation:

a. All staff prepare and supervisors approve timesheets.

b. Personnel and travel policies should be immediately updated and
approved by the Board of Commissioners.

c. Personnel files should be redone 1o include all documentation required
by law and reguiation.
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Housing Authority of the City of Hammond

Schedule of Current Audit Findings And Questioned Costs

8.

Fiscal Year Ending December 31, 2001

(continued)

d. The new personnel policy should address the matter of full time staff

members and their prescribed hours.
PHA officials agree with this finding.

Finding No. 2001-2:

1.

il

8.

Name of Program-Section 8 Rental Voucher / Rural Rental Housing Loans
|dentification Number - FW2881V [ 22-053-0720842186

CFDA Number - 14.855 /7 10.415

Federal Award Year - 2001

Name of Federal Agency - HUD 7/ USDA

Name of Pass Thru Entity - None

. Criteria - The PHA should have all cash deposits with any financial

institution in excess of the $100,000 FDIC coverage secured with federally
guaranteed securities pledged to the PHA.

Condition - Even though at fiscal year end the PHA had less than
$100,000 in bank deposits, during the year the bank balance exceeded
$100,000 on occasion. The bank did not have any securities pledged to
the PHA during the fiscal year.

Amount of Questioned Costs - None

Cause and Effect - When the PHA opened the bank accounts the bank did
not record the PHA as being a governmental entity requiring such
pledges. The effect was that the PHA was not in compliance with
governmental regulations.

Perspective Information - During the fiscal year the bank balance
exceeded the $100,000 amount approximately 4 times with a highest-
balance of $129,306.

Recommendation - That the PHA have the bank pledge adeqguate
acceptable securities and send the PHA a confirmation of the pledges
monthly so staff can monitor the sufficiency of the pledges.

PHA officials agree with this finding.

Finding No. 2001-3:

1.

Name of Program-Section 8 Rental Voucher

Ildentification Number - FW2881V

CFDA Number ~ 14.855

Federal Award Year - 2001

Name of Federal Agency - HUD

Name of Pass Thru Entity - None

Criteria - Tenant files should inciude adequate documentation fo satisfy
HUD regulations for eligibility.
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Housing Authority of the City of Hammond
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending December 31, 2001

(continued)

3. Condition - Testing 10 tenant files resulted in the following deficiencies:

1 was missing rent reasonableness documentation

1 did not include verification of assets

1 did not include a personal declaration form

1 did not include a current signed lease

1 included a HAP calculation to the landlord different than the amount

actually paid—the difference in the amount calculated and the amount

paid was $8

Amount of Questioned Costs - None

. Cause and Effect - Recently a large number of residents were housed
using the portability feature of the program and PHA staff was temporarily
overwheimed with the required paperwork. The effect is that the PHA
violated HUD eligibility documentation requirements.

6. Perspective Information - We tested 10 tenant files out of the possible pool

of 286 residents. The total HAP paid for the fiscal year was $ 763,049.
7. Recommendation - That PHA staff review every tenant file for 100%

compliance with HUD regulation by September 30, 2002.
8. PHA officials agree with this finding.

Sl
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Housing Authority of the City of Hammond
Schedule of Corrective Action Plan
Fiscal Year Ending December 31, 2001

Finding No. 2001-1:

Person Responsible - Jessica Llewellyn

Anticipated Completion Date - August 31, 2002

Action Planned - We will a) have all staff prepare and supervisors approve
timesheets, b) update personnel and travel policies and have them approved by
the Board of Commissioners, ¢) redo all personnel files to include all

documentation required by law and regulation, d) have the new personnel policy
address the matter of full time staff members and their prescribed hours.

Finding No. 2001-2:

Person Responsible - Jessica Liewellyn

Anticipated Completion Date - June 12, 2002

Action Planned - On the date the auditor found this problem we contacted the
bank and had them pledge FHLMC securities in an adeguate amount to secure

the deposits. We had the auditor review the confirmation for adequacy and he
indicated that it was adequate.

Finding No. 2001-3:

Person Responsible - Jessica Llewellyn

Anticipated Completion Date - September 30, 2002

Action Planned - We will have staff review every tenant file for 100% compliance
with HUD regulation by September 30, 2002,
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